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CONPIDENTIAL KUWAIT 0660 

DEPARTMENT POR UNDERSECRETARY ROBINSON 
DEPARTMENT PASS TREASURY AND PRB 

E.O. 1 1652: GDS 
TAGS: EPIN KU 

SUBJECT: KUWAITI OUTLOOK ON DOLLAR 

REF: KUWAIT 553 

1. REFTEL REPORTED WARNING BY KUWAIT MINISTER FINANCE AND OIL 
ATEEQI THAT CONTINUED SLUMP OP DOLLAR INCREASINGLY OP CONCERN 
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TO GOK AND THAT KUWAITIS MAY RAISE PROBLEM AT OPEC. RECENT 
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CONVERSATIONS WITH LOCAL LINANCIERS KNOWN TO BE CLOSE TO KEY 
MINISTRY OFFICIALS HAVE REVEALED ANALYSIS OF CURRENT EVENTS WHICH 
WE THINK MAY WELL BE SHARED BY ATEEQI AND OTHER SENIOR GOK 
OFFICIALS. 

2. ACCORDING TO THIS ANALYSIS CURRENT US DOLLAR PROBLEMS ARE 
NOT RPT NOT LIKELY TO BE SOLVED QUICKLY. THAT IS BECAUSE 
UNDERVALUED DOLLAR SERVES CURRENT USG DOMESTIC ECONOMIC AND 
POLITICAL REQUIREMENTS. MOREOVER, CURRENT HIGH UNEMPLOYMENT 
AND OTHER AMERICAN ECONOMIC PROBLEMS CAN BE EXPECTED TO LEAD 
TO CONSIDERABLY REDUCED TAX RECEIPTS, MUCH HIGHER SOCIAL- 
WELFARE TRANSFER PAYMENTS AND THEREFORE EVEN LARGER BUDGET 
DEFICIT THAN CURRENTLY PROJECTED. AS USG FINANCES HUGE DEFICIT, 

DOLLAR WILL BE WEAKENED. 

3. ADDITIONAL PROBLEM, ACCORDING TO THIS VIEW, IS THAT EUROPEANS 
WILL REMAIN SKEPTICAL OF DOLLAR AND LARGE NUMBERS OF EUROPEANS 
WILL TRY TO UNLOAD DOLLARS THEREBY EXACERBATING EXCHANGE PROBLEM. 
OUR SOURCE PLACED EMPHASIS ON EUROPEAN ATTITUDES TOWARD GOLD. 

AS LONG AS DOLLAR DIVORCED FROM GOLD, HE SAID, PROBLEM WILL 
PERSIST. HE DID NOT NECESSARILY ARGUE LOGIC OF US POSITION, 

HE MERELY NOTED PREVALENT EUROPEAN FIXATION WITH GOLD AT 
MAN-IN-THE-STREET LEVEL. 

4. KUWAITIS BELIEVE DOLLAR UNDERVALUED AND THEY DOUBT FLOAT 
BY ITSELF WILL SOLVE PROBLEM. THEY THEREFORE FACED WITH DILEMMA. 

AS LONG AS DOLLAR VALUES ARE DEPRESSED THEIR DE FACTO OIL INCOME 
IS REDUCED, A MATTER GOK DOES NOT TAKE LIGHTLY. GOK, HOWEVER, 

DOES NOT RPT NOT WANT TO MAKE ANY MOVES WHICH WILL DESTABILIZE 
INTERNATIONAL FINANCIAL MARKETS. OUR SOURCE SAID MANY US AND 
OTHER BANKERS ADVISED KUWAITIS TO BUY GOLD HEAVILY WHEN USG 
RECENTLY MADE GOLD AVAILABLE TO PRIVATE HOLDERS. GOK REFUSED, 
HOWEVER, BECAUSE IT FEARED SUCH A MOVE WOULD BE DESTABILIZING. 

5. COMMENT: WE THINK MANY KEY KUWAITI OFFICIALS WOULD GO 
ALONG WITH ABOVE ANALYSIS, AND WE THINK SOURCE CORRECT IN 
PINPOINTING CONFLICTING PRESSURES TO MAKE UP FOR EXCHANGE LOSSES 
WHILE AT SAME TIME PRESERVING MONETARY STABILITY. AS INDICATED 
REFTEL AND RECENT PRESS REPORTS, ATEEIQ IS SIGNALING THAT 
EXCHANGE LOSSES, ALONG WITH INFLATION, REMAIN SUBJECT OF DEEP 
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CONCERN TO GOK. WE BELIEVE IT LIKELY THAT OFFICIALS WILL RAISE 
MATTER IN ANY DISCUSSIONS WITH USG OFFICIALS AND IN OPEC, IMF 
OR OTHER INTERNATIONAL MEETINGS. IN THIS CONNECTION, OVER 
PAST SEVERAL DAYS GOK HAS ATTEMPTED TO "CORRECT" IMPRESSION THAT 
ATEEQI HAD CALLED FOR SPECIAL OPEC MEETING ON SUBJECT. 

ALLEGEDLY ATEEQI ONLY CALLED FOR EARLY OPEC CONSIDERATION OF 
PROBLEM, PERHAPS AT FEB 19 OPEC MEETING IN ALGIERS. 

STOLTZFUS 
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